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ACCESS ARRANGEMENT FOR THE TRANSMISSION SYSTEM BY VICTORIAN ENERGY NETWORKS CORPORATION

1.
Introduction

1.1
Purpose of this Document

This proposed Access Arrangement (“Access Arrangement”) is submitted on 3 November 1997 by Energy Projects Division of the Department of Treasury and Finance, Government of Victoria (“EPD”) on behalf of Victorian Energy Networks Corporation (“VENCorp” and the “Service Provider”) to the Australian Competition and Consumer Commission (the “Regulator”) in accordance with section 2.1 of the proposed Victorian Third Party Access Code for Natural Gas Pipelines (the “Victorian Access Code”).

It describes the terms and conditions on which VENCorp as operator of the Transmission Pipeline defined in this Access Arrangement (the “Principal Transmission System”) will make access to the Principal Transmission System available to third parties.

Transmission Pipelines Australia (Assets) Pty Ltd as owner of the Principal Transmission System and Transmission Pipelines Australia Pty Ltd as offeror of certain Services in respect of the Principal Transmission System (together “TPA”), are required to submit a separate Access Arrangement in relation to the Principal Transmission System. This Access Arrangement is submitted in conjunction with TPA proposed Access Arrangement for the Principal Transmission System and is intended to complement the terms and conditions on which TPA will make access to the Principal Transmission System available to third parties.

A description of the relationship between VENCorp and TPA is contained in chapter 1 of VENCorp’s Access Arrangement Information.

A User or Prospective User will only be able to obtain access to the Principal Transmission System through the Services made available by VENCorp in this Access Arrangement and TPA in its proposed Access Arrangement.

1.2
Composition of Access Arrangement

This Access Arrangement is comprised of two parts, namely:

Part 1
This document together with the following appendices attached to it:

1.
Description of Principal Transmission System;

2.
MSO Rules;

3.
Tariff Order; and

4.
Regulatory Framework Diagram.

Part 2 

The access arrangement information (“Access Arrangement Information”) is submitted by VENCorp in accordance with section 2.1 of the Victorian Access Code. 

1.3
Background to this document

Section 1 of the TPA Access Arrangement Information summarises the Victorian Government’s gas reform objectives and the new gas market model and explains the role of EPD in preparing this Access Arrangement. 

Appendix 4 to this document sets out a diagram of the new regulatory framework for the Victorian gas industry under which this Access Arrangement is required.

It is proposed that the new gas market model for the transmission and distribution systems will operate on a market carriage basis. Parties wanting to ship gas on the system will not need to commit to a certain amount of capacity and sign a corresponding contract (referred to as the contract carriage model). Instead, parties will pay a use of system charge that will entitle them to ship their gas in all circumstances bar emergencies. VENCorp will manage and operate the system to ensure that all forecast deliveries are made pursuant to its security standards of operation. Capacity to meet increased loads will be met by TPA, and other parties, expanding capacity and/or providing other solutions. Interruptibility will also be procured by VENCorp to the extent it needs it to meet its security standards of operation. 

1.4
The National Access Code

There are developments at a national level which will lead to the adoption of a National Third Party Access Code for National Gas Pipeline Systems (“National Access Code”) and for the National Access Code to be given effect in each State and Territory by application of laws legislation. Accordingly, the Victorian Access Code, which is largely based on the National Access Code, will apply as an interim measure until the National Access Code is adopted in Victoria.

1.5
Effective Date

This Access Arrangement will come into effect on:

(a)
the date on which the Regulator approves this Access Arrangement; or 

(b)
the date on which the MSO Rules commence, 

whichever is later.

Prior to this date, the Service Provider will offer transportation services on terms and conditions, and at prices, to be negotiated.  As Victorian legislation will not give the right of “contestability” to any parties prior to that date, the practical consequence of this is that the Service Provider will have contracts with the three Victorian gas retailers setting out prices and other terms and conditions.  These contracts will have effect until the start date of this, and the other Access Arrangements. 

2.
Interpretation

In this Access Arrangement, where a word or phrase is italicised it has the definition given to that word or phrase in the Victorian Access Code unless the context otherwise requires.  In addition:

“MSO Rules” means the Victorian Gas Industry Market and Systems Operations Rules (as amended from time to time);

“Tariff Order” means the Victorian Gas Industry Tariff Order made by Order in Council under the Gas Industry Act 1994 (as amended from time to time); and 

“competitive VENCorp services”, “initial regulatory period”, “initial tariffs”, “subsequent regulatory period”, “tariff” and “tariffed VENCorp services” have the meaning given to those words or phrases in the Tariff Order.

3.
Contact Details

The contact officer for further details on this Access Arrangement is:

Linda McMillan
Project Manager, Legal
Energy Projects Division
Department of Treasury and Finance
3rd Floor
35 Spring Street
MELBOURNE  Vic  3000

Telephone:
(03) 9651 3085

Facsimile:
(03) 9651 3192

4.
Prior contractual rights

No provision in this Access Arrangement deprives any person of a contractual right which was in existence prior to the date on which this Access Arrangement is submitted to the Regulator.

5.
Elements set out in Section 3 of the Victorian Access Code

This section, in compliance with section 2.5 of the Victorian Access Code, includes the elements set out in section 3.1 to 3.22 of the Victorian Access Code which are applicable to VENCorp.

The wording of each element is reproduced in italics and then followed by a statement explaining where the particular element is satisfied in this Access Arrangement.

5.1
Access Arrangement

Section 3.1
An Access Arrangement submitted by a Service Provider to the Relevant Regulator must be in writing and may specify Relevant Regulatory Instruments or a class of Relevant Regulatory Instruments with which the Service Provider will comply.

Section 3.2
Without limiting the effect of section 3.1, a Service Provider must have sufficient rights in respect of the Covered Pipeline the subject of its Access Arrangement to enable the Service Provider to make available its Services in accordance with its Access Arrangement.

VENCorp will comply with the following Regulatory Instruments (where applicable):

(a)
the Victorian Access Code;

(b)
the MSO Rules; and

(c)
the Tariff Order.

Upon establishment VENCorp will have sufficient rights in respect of the Principal Transmission System (including under the Pipelines Act 1967, Gas Industry Act 1994 and the operations agreement between it and TPA), to enable it to make available its Services in accordance with this Access Arrangement.

5.2
Services Policy

	Section 3.3
An access arrangement must include a policy on the Service or Services to be offered (a Services Policy).

	Section 3.4
The Services Policy must comply with the following principles:

	(a)
The Access Arrangement must include a description of one or more Services that the Service Provider will make available to Users or Prospective Users, including:

	(i)
one or more Services that are likely to be sought by a significant part of the market; and

	(ii)
any Service or Services which, in the Regulator’s opinion, should be included in the Services Policy.

	(b)
To the extent practicable and reasonable, a User or Prospective User must be able to obtain a Service which includes only those elements that the User or Prospective User wishes to be included in the Service.

	(c)
To the extent practicable and reasonable, a Service Provider must provide a separate Tariff for an element of a Service if this is requested by a User or Prospective User.


5.2.1
VENCorp will make available the following Services available to Users or Prospective Users of the Principal Transmission System:

(a)
tariffed VENCorp services; and

(b)
competitive VENCorp services. 

The above Services are defined in chapter 10 of the Tariff Order. In summary they comprise the Services performed by VENCorp as set out in the Gas Industry Act 1994 and the MSO Rules to:

(a)
operate the transmission system; and

(b)
operate and administer the market.

5.2.2
VENCorp will make available the tariffed VENCorp services (the “Reference Services”) at the Reference Tariffs and in accordance with the Reference Tariff Policy described in clause 5.3 below. 

5.2.3
VENCorp will make available the Reference Services on the terms and conditions described in clause 5.4 below. 

5.3
Reference Tariffs

	Section 3.5
An Access Arrangement must include a Reference Tariff for:

	(a)
at least one Service that is likely to be sought by a significant part of the market; and

	(b)
each Service that is likely to be sought by a significant part of the market and for which the Regulator considers a Reference Tariff should be included.

	Section 3.6
Unless a Reference Tariff has been determined through a competitive tender process as outlined in sections 3.24 and 3.39, an Access Arrangement and any Reference Tariff included in an Access Arrangement must, in the Regulator’s opinion, comply with the Reference Tariff Principles described in section 8.

	Section 3.7
An Access Arrangement must also include a policy describing the principles that are to be used to determine a Reference Tariff (a Reference Tariff Policy). A Reference Tariff Policy must, in the Regulator’s opinion, comply with the Reference Tariff Principles described in section 8.


5.3.1
The Tariff Order regulates the pricing of (among other things) the tariffed VENCorp services to be provided by VENCorp.  It:

(a)
specifies the initial tariffs for the tariffed VENCorp services; and

(b)
specifies the principles and procedures which apply during the initial regulatory period for:

(1)
altering;

(2)
closing; and

(3)
introducing new, 

tariffs for the tariffed VENCorp services.

5.3.2
The Reference Tariffs for a tariffed VENCorp services are described in chapter 5 and the initial Reference Tariffs are set out in Schedule 1 to the Tariff Order. 

5.3.3
The principles used to determine the Reference Tariffs. prescribed in the Tariff Order, are described in clause 5.3.4 below. The procedures in Chapter 6 of the Tariff Order provide the basis by which VENCorp’s tariffs may vary within the Access Arrangement Period. 

5.3.4
The Reference Tariff Policy for the tariffed VENCorp services is set out in the Access Arrangement Information. 

5.4
Terms and Conditions

	Section 3.8
An access arrangement must include the terms and conditions on which the Service Provider will supply each Reference Service. The terms and conditions included must, in the Relevant Regulator’s opinion, be reasonable.

	Section 3.9
To the extent permitted by the law of a jurisdiction outside Victoria, the terms and conditions of the Access Arrangement of a Service Provider who provides Services by means of a Covered Pipeline or system of Covered Pipelines which are situated both in Victoria and in another jurisdiction:

	(a)
must not differentiate between that part of the Covered Pipeline or Covered Pipelines situated in Victoria and that part of the Covered Pipeline or Covered Pipelines situated outside Victoria merely because they are situated in different jurisdictions; and

(b)
must comply with the provisions of the Code.


5.4.1
The terms and conditions on which VENCorp will supply each Reference Service are contained in:

(a)
the MSO Rules; and

(b)
the Tariff Order.
5.4.2
The terms and conditions of this Access Arrangement do not differ depending on whether the relevant part of the Principal Transmission System to which access is required is situated in Victoria or another State.

5.4.3
It is intended that an Access Arrangement in an identical form to this Access Arrangement and relating to that part of the Principal Transmission System situated in New South Wales will be submitted for approval upon the National Gas law taking effect in that State.

5.5
Capacity Management Policy

	Section 3.10
An Access Arrangement must include a statement (a Capacity Management Policy) that the Covered Pipeline is either:

	(a)
a Contract Carriage Pipeline; or

	(b)
a Market Carriage Pipeline.


The Principal Transmission System is a Market Carriage Pipeline. The Capacity Management Policy is more fully described in section 1 of the Access Arrangement Information.

5.6
Queuing Policy

	Section 3.14
An Access Arrangement must include a policy for determining the priority that a Prospective User has, as against any other Prospective User, to obtain access to a Service provided by means of a Covered Pipeline and the Developable Capacity of a Covered Pipeline (and to seek dispute resolution under section 6) (a Queuing Policy).

Section 3.15
The Queuing Policy must:

(a)
set out sufficient detail to enable Users and Prospective Users to understand in advance how the Queuing Policy will operate;


(b)
accommodate, to the extent reasonably possible, the legitimate interests of the Service Provider and of Users and Prospective Users; and

(c)
generate, to the extent reasonably possible, economically efficient outcomes.
Section 3.16
The Regulator may require the Queuing Policy to deal with any other matter the Regulator thinks fit, taking into account the matters listed in section 2.24.

Section 3.17
Notwithstanding anything else contained in this Code, the Service Provider must comply with a Queuing Policy specified in the Service Provider’s Access Arrangement




5.6.1
The Queuing Policy for the Principal Transmission System is described in the MSO Rules.
5.7
Extensions/Expansions Policy

	Section 3.18
An Access Arrangement must include a policy (an Extensions/Expansions Policy) which sets out:

(a)
the method to be applied to determine whether any extension to, or expansion of the capacity of, the Covered Pipeline:

(i)
should be treated as part of the Covered Pipeline for all purposes under the Code; or

(ii)
should not be treated as part of the Covered Pipeline for any purpose under the Code.


	(for example, the Extensions/Expansions Policy could provide that the Service Provider may, with the Relevant Regulator’s consent, elect at some point in time whether or not an extension or expansion will be part of the Covered Pipeline or will not be part of the Covered Pipeline);

(b)
specify how any extension or expansion which is to be treated as part of the Covered Pipeline will affect Reference Tariffs;

(for example, the Extensions/Expansions Policy could provide:

(i)
Reference Tariffs will remain unchanged but a Surcharge may be levied on Incremental Users where permitted by sections 8.25 and 8.26; or

(ii)
specify that a review will be triggered and that the Service Provider must submit revisions to the Access Arrangement pursuant to section 2.27);

	(c)
if the Service Provider agrees to fund New Facilities if certain conditions are met, a description of those New Facilities and the conditions on which the Service Provider will fund the New Facilities.

The Regulator may not require the Extensions/Expansions Policy to state that the Service Provider will fund New Facilities unless the Service Provider agrees.


5.7.1
The Extensions/Expansions Policy for the Principal Transmission System is described in clause 5.7 of TPA’s Access Arrangement.
5.8
Review of the Access Arrangement

	Section 3.19
An Access Arrangement must include:

	(a)
a date upon which the Service Provider must submit revisions to the Access Arrangement (a Revisions Submission Date); and

	(b)
a date upon which the next revisions to the Access Arrangement are intended to commence (a Revisions Commencement Date).

	In approving the Revisions Submissions Date and Revisions Commencement Date, the Regulator must have regard to the objectives in section 8.1, and may:

	(a)
determine an earlier Revisions Submission Date and Revisions Commencement Date than proposed by the Service Provider in its proposed Access Arrangement;

	(b)
define specific major events that trigger an obligation on the Service Provider to submit revisions prior to the Revisions Submission Date.

	Section 3.20
An Access Arrangement Period accepted by the Relevant Regulator may be of any length. However, except in the case of an initial Access Arrangement which has a review date before 1 January 2003, if the Access Arrangement Period is more than five years, the Regulator must not approve the Access Arrangement without considering whether mechanisms should be included to address the risk of forecasts on which the terms of the Access Arrangement were based and approved proving incorrect. These mechanisms may include:

	(a)
requiring the Service Provider to submit revisions to the Access Arrangement prior to the Revisions Submission Date if certain events occur, for example:

	(i)
if a Service Provider’s profits derived from a Covered Pipeline exceed a certain amount or if the value of Services reserved in contracts with Users are outside a specified range;

	(ii)
if the type or mix of Services provided by means of a Covered Pipeline changes in a certain way; or

	(b)
a Service Provider returning some or all revenue or profits in excess of a certain amount to Users whether in the form of lower charges or some other form.

Where a mechanism is included in an Access Arrangement pursuant to this section 3.20(a), the Relevant Regulator must investigate no less frequently then once every five years whether a review event identified in the mechanism has occurred.


	Section 3.21
Nothing in section 3. 21 shall be taken to imply that the Relevant Regulator may not approve an Access Arrangement Period longer than 5 years if the Relevant Regulator considers this appropriate, having regard to the objectives of section 8.1.

	Section 3.22
An Access Arrangement submitted under section 2.3 may include a date at which time the Access Arrangement will expire. If an Access Arrangement submitted under section 2.3 expires, the Covered Pipeline the subject of the Access Arrangement, shall cease to be Covered. The Service Provider must notify the Office of the Regulator-General if a Principal Transmission System ceases to be covered under this section and the Office of the Regulator-General must update the Public Register accordingly.


5.8.1
The Revisions Submission Date will be 30 June 2002.

5.8.2
The Revisions Commencement Date will be 1 January 2003. 

Appendix 1

Description of Principal Transmission System

The Principal Transmission System is described in the table below and by the maps attached to the Access Arrangement Information. 




	
Pipeline Licence
	Location/Route
	Length (km)
	Pipe Diameter (mm)

	
	Rural Eastern
	
	

	Vic: 50
	Morwell to Dandenong
	126.6
	

	Vic: 68
	Pakenham
	1.2
	

	Vic: 107
	Clyde North
	2.0
	

	Vic: 67
	Maryvale
	5.6
	

	Vic: 91
	Warragul
	4.8
	

	Vic: 75
	Longford to Dandenong
	173.8
	

	Vic: 117
	Rosedale to Tyers
	30. 8
	

	Vic: 120
	Longford to Rosedale
	34.3
	

	Vic: 121
	Tyers to Morwell
	15.7
	

	Vic: 135
	Bunyip to Pakenham
	19.0
	

	Vic: 141
	Pakenham to Wollert
	91.0
	

	
	Rural Central Northern
	
	

	Vic: 101
	Melbourne-Wodonga-Shepparton
	303.7
	

	Vic: 132
	Tatura
	16.2
	

	Vic: 136
	Tatura to Kyabram
	21.3
	

	Vic: 152
	Kyabram to Echuca
	30.5
	

	
	Rural Central
	
	

	Vic: 78
	Brooklyn - Ballarat - Bendigo
	180.8
	

	Vic: 125
	Maryborough
	33.0
	

	Vic: 128
	Mt Franklin to Kyneton
	24.0
	

	Vic: 131
	Mt Franklin to Bendigo
	53.0
	

	Vic: 134
	Ballan to Ballarat
	23.0
	

	Vic: 143
	Wandong to Kyneton
	59.0
	

	
	Rural Western
	
	

	Vic: 145
	Warrnambool
	34.0
	

	Vic: 155
	Allansford to Portland
	100.4
	

	Vic: 168
	Cobden
	27.7
	

	Vic: 171
	Hamilton
	54.6
	

	
	Northern Metropolitan
	
	

	Vic: 101
	Melbourne - Wodonga - Shepparton
	14.1
	

	
	South Eastern Metropolitan
	
	

	Vic: 36
	Dandenong to West Melbourne
	34.2
	

	Vic: 129
	Dandenong to Princess Highway
	5.0
	

	
	Western Metropolitan
	
	

	Vic: 108
	South Melbourne to Brooklyn
	12.1
	

	Vic: 122
	Derrimut to Sunbury
	24.0
	

	Vic: 124
	Newport
	1
	

	Vic: 164
	Bay Street to Unichema
	0.4
	

	Vic: 162
	Laverton to BHPP
	1.6
	

	Vic: 81
	Brooklyn to Corio
	50.5
	


Appendix 2

MSO Rules

[Refer to separate document.]

Appendix 3

Tariff Order

[Refer to separate document.]

Appendix 4

Regulatory Framework Diagram
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